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Accounting from the Business Slant
IT

would probably sound incongruous to
say that accuracy is the curse of accounting. Y e t , viewed from a certain
angle, there is something akin to sense in
the suggestion.
There are still many persons whose idea
of an accountant is that he is quick and
clever at figures. M a n y business men still
judge financial statements on an artistic
basis, stressing particularly the point of
accuracy.
W i t h many accountants accuracy and
technical presentation are fetishes, the
worship of which warps their sense of
proportion and interferes with a common
sense perspective.
Again, it may seem strange to reiterate
what has been enunciated before; that no
balance sheet or income statement is ever
accurate. The findings are said, and often
certified, to be correct, but after all the
degree of accuracy is one that is relative
rather than absolute.
The important thing about any statement is the information which it conveys,
and the significance which the information
has. Financial statements are but a medium for the expression of conclusions derived
from a scheme, known as accounting, for

recording, classifying, grouping and arranging the financial data incident to business.
Accounting is, therefore, but a means to
an end; an adjunct or tool of business; a
device for furnishing information. It
appears, consequently, that the data which
accounting produces and reflects by means
of financial statements should be regarded
in the light of its business significance
rather than reviewed from the standpoint
of precision and form.
What is the position of the company
as an investment enterprise; in its relation
to creditors; from a liquid standpoint;
with respect to tax liability; as to proper
proportions between fixed and current
assets, and owned and borrowed capital?
What are the tendencies indicated by these
factors when compared with conditions
existing at a previous date? What relation do the costs, expenses, and charges,
and gross and net profits, bear to sales;
net income to capital invested? How
many times was the bond interest earned?
How much per share was earned on the
various classes of stock? What was the
turnover of merchandise stock; of capital;
the relation of sales to plant? How do
the classes of expense stand within their
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respective groups?
How do all these
things compare with preceding periods?
Such is the information which helps
business men to administer intelligently,
not a prominent display of some item of
deferred expense or accrued salary, computed with painstaking accuracy and
inserted in an attempt to be precise, but
wholly insignificant in the light of total
assets and liabilities, and of no particular
interest to anyone.
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The progressive business man looks at
financial statements always from the business slant. H e is not as concerned with
what the statement is as what it means
and what it indicates to him he should do
or refrain from doing. The proper function of accounting is to furnish the financial
facts of business. But any accountant
who becomes so absorbed in the technicalities of his work as to overlook the business
slant misses fire completely.

